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e Check the status of yourrefund  « Contact the FTB and more

Automated Toll-free Phone
Service: (800) 338-0505

A phone symbol in the instructions means that
you may get more information about the para-
graph or line next to it. Call (800) 338-0505, select
personal income tax, then select general informa-
tion, follow the recorded instructions, and enter
the three-digit number by the phone symbol.

For other services, see page 68.
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$$$ for You

Earned Income Credit (EIC) — If you earned less than $32,121
(less than $10,700 if you do not have any qualifying children),
you may be eligible to get the EIC to reduce the federal tax you
owe, or get a refund if you do not owe any federal tax. Call the

IRS at (800) 829-4477 and enter topic 601 when instructed, or
see your federal income tax booklet.

Refund of Excess State Disability Insurance (SDI) — You may be
eligible for a refund of excess SDI if you had at least two employers
during 2001 who together paid you more than $46,327 in wages.
See the instructions on page 13 (Form 540A) or on page 21

(Form 540).

Homeowner and Renter Assistance (HRA) — This California
program reimburses qualifying homeowners and renters for a
portion of the property tax they paid in the prior year. See page 60.

April 15, 2002

Last day to pay the 2001 amount you owe to avoid penalties and interest.*
See form FTB 3519 on page 41 for more information.

*If you are living or traveling outside the United States on April 15, 2002, the due dates for filing your return and paying your tax are
different. See form FTB 3519 on page 41 for more information.

October 15, 2002
date of April 15, 2002.

Last day to file your 2001 return to avoid penalties and interest computed from the original due

April 15,2002

June 17,2002
September 16, 2002
January 15,2003

Due dates for 2002 estimated tax payments. Generally, you do not have to make

estimated tax payments if your California withholding in each payment period is at

least 1/4 of your required annual payment. Also, you do not have to make estimated

tax payments if you will pay enough through withholding to keep the amount you owe with your
return under $200 ($100 if married filing separate). However, if you do not pay enough tax
either through withholding or by making estimated tax payments, you may have an
underpayment penalty. See Form 540-ES instructions on page 51 for more information.
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Having all the
right forms on hand!

What Would Make
Filing Your Taxes

No midnight trip to

Easie P? e

No watching the mailbox Having your refund
for your refund check! in 5-7 days!

Sound good? Then you are ready to e-filel

peal—

r,._4"-"_ With Internet access you can e-file...
v it's easy, fast and secure!
e And there are many free options!

See the next page for details.
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A Paper Tax Return Is Not Your Only Choice...

Check Out These Quick and Easy Filing Options

ofNig

,§ * Purchase software at the store or 540
A visit our Website at www.ftb.ca.gov
, 540 2EZ
to download commercial software.
540A
Use * Use a computer to prepare your return.
. 540NR
;Zofr:lmeraal * Use the computer to e-file (electronically
oftware transmit) the return to the FTB.
&0fN7q
N * Visit our Website at www.ftb.ca.gov 540
oy
fl le « Check out the commercial software 540 2EZ
DIRECT FILING PORTAL that offers Direct Filing Portal. 540A
Use the * Many FREE options available. 540NR
Direct Filing * Choose your e-file software.
Portal
* Use the computer to e-file (electronically
transmit) the return on the Internet to
the FTB.
* Visit our Website at www.ftb.ca.gov
* Follow the directions to complete your
fillable form. S
Use fillable Form 540 2EZ « Print your return and mail it to the FTB.

found on the FTB Website

Page 4 Personal Income Tax Booklet 2001



Are you looking for the quickest, easiest way to file your tax return?

You know that you can file your return using one of the paper forms in this booklet. Or, you may decide to visit a tax
professional who will handle your tax preparation for you. But, if you're looking for the quickest, easiest way to prepare your
own return, check out the chart below. Then, log on to our Website at www.ftb.ca.gov and get ready to e-file this year!

BENEFITS TIPS COSTS

Fast Refund

Get your refund in about 5-7 days if you
request Direct Deposit.

Easy to Pay

If you owe money, you can have your
payment automatically withdrawn from

your account or use your credit card to pay.

Easy to Use
Software does the math.

Confirmation

The software you use will notify you that
the FTB received your return.

A few commercial
software companies offer
free state e-file.

Make sure your software
provides e-file for your
state return!

Commercial software varies
in cost. Be sure to do some
comparison shopping.

W

Costs vary based on the
product and where you
purchase it.

Some commercial
software is free for your
state return, but still
costs for your federal
return. Some companies
charge for both.

Costs range from about
$9.95 to $24.95.

Fast Refund

Get your refund in about 5-7 days, if you
request Direct Deposit.

Easy to Pay

If you owe money, you can have your
payment automatically withdrawn from

your account or use your credit card to pay.

Easy to Use
Software does the math.

Confirmation

Know that the FTB received your return:
Find out by visiting our Website at
www.ftb.ca.gov

There are three commercial
products available through
the Direct Filing Portal.
One company offers free
state e-file for all California
forms. The other two offer
free e-file to certain tax-
payers based on income.

Commercial software varies
in cost. Be sure to do some
comparison shopping.

K-

Some commercial
software is free for your
state return, but still costs
for your federal return.
Some companies charge
for both.

Costs range from about
$9.95 to $24.95.

Safe Refund

Use Direct Deposit and get your refund deposited

in your bank account in about 6 weeks.

Convenient
Available on our Website: www.ftb.ca.gov

Interested in a fillable
form? Then this is the
choice for you!

-4

The FTB imposes no fee
using the fillable form.
The 540 2EZ is found on
FTB's Website.
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What’s New for 2001?

Differences Between California and
Federal Law

In general, California law conforms to the Internal Revenue Code (IRC) as of
January 1, 1998. However, there are continuing differences between
California and federal law. California has not conformed to most of the
changes made to the IRC by the Internal Revenue Service Restructuring and
Reform Act of 1998 (Public Law 105-206) and the Ticket to Work and Work
Incentives Improvement Act of 1999 (Public Law 106-170). California has not
conformed to any of the changes made by the Tax and Trade Relief Extension
Act of 1998 (Public Law 105-277), the Miscellaneous Trade and Technical
Corrections Act of 1999 (Public Law 106-36), the FSC Repeal and
Extraterritorial Income Exclusion Act of 2000 (Public Law 106-519), the
Consolidated Appropriations Act of 2001 (Public Law 106-554), and the
Economic Growth and Tax Relief Reconciliation Act of 2001 (Public

Law 107-16).

2001 Tax Law Changes

Solar Energy System Credit — A new credit is available for the purchase and
installation of a solar energy system. For taxable years beginning on or after
January 1, 2001, and before January 1, 2006, there will be allowed a credit
equal to the lesser of 15% for tax years 2001 through 2003 or 7 1/2% for the
tax years 2004 and 2005 of the net cost paid to purchase and install a solar
energy system for the production of electricity, or $4.50 per rated watt of
generating capacity of that system.

Homeowners' and Renter's Assistance (HRA) — The HRA refund amounts
allowable have increased by 45%.

Joint Strike Fighter Wage Credit — California allows a 50% credit for wages
paid or incurred for each qualified employee for duties related to a joint
strike fighter.

Joint Strike Fighter Property Credit — California allows a credit for 10% of
the cost of property placed in service in California for ultimate use in a joint
strike fighter.

Amended/Extended Credits

e The Employer Child Care Program Credit and the Employer Child Care
Contribution Credit are extended to taxable years beginning before
January 1, 2007.

e The Community Development Financial Institution Investments Credit
was amended to do all of the following:
e Extend the repeal date to January 1, 2007,
e Rename "qualified deposits" to "qualified investments" and define

"qualified investments,"

e Limit the amount of the investments eligible for the credit, and
e Require FTB to advise and assist in the administration of the credit.

New Deduction — A deduction is allowed for interest paid on any loan or
financed indebtedness from a utility company to purchase energy efficient
equipment and products for California residences.

Net Operating Losses (NOLs) and Disaster Losses

Taxpayers are allowed special treatment for losses sustained as a result of

the 2000 Napa valley earthquake. These disaster losses can be:

e Carried back to the 1999 tax year (if an election is filed by the extended
due date for the taxable year in which the disaster actually occurred) and
carried forward at 100% for five years, then carried forward an
additional 10 years at 50%, or

e Claimed in the 2000 taxable year and carried forward at 100% for five
years, then carried forward an additional 10 years at 55%.

e For taxable years beginning on or after January 1, 2001, and before
January 1, 2003, farmers are allowed a deduction for losses sustained
due to Pierce's disease and its vectors. This loss may create an NOL,
which is allowed to be carried forward for 9 years at 100%. The NOL
may be deducted only from income apportioned to the area affected by
Pierce's disease using a two-factor formula.

New California Income Exclusions

e The excludable gain on the sale of a principle residence will no longer be
included in the gross income threshold amount triggering a California
tax return filing requirement.

e Amounts received as rebates or vouchers from a local water agency,
energy agency, or energy supplier for the purchase and installation of
water conservation appliances and devices are excludable from income.

Page 6 Personal Income Tax Booklet 2001

e Compensation for erroneous convictions is excludable from California
income.

Electronic Postmarks — California law will now conform to the federal law
that permits electronic postmarks to be proof of the date of an e-filed
return.

Innocent Investors —Taxpayers can notify the FTB of their innocent investor
status in an abusive tax shelter. If substantiated, FTB will be prohibited from
seizing and selling their principal residence.

Principal Business Activity (PBA) Code — The Franchise Tax Board will now
require individuals to include their PBA code on the face of their tax return.
FTB is authorized to disclose a taxpayer's name, address, social security
number or taxpayer identification number, and PBA code to city tax officials
under specific limited circumstances.

New Voluntary Contributions Fund — You may make voluntary
contributions to the Lupus Foundation of America, California Chapters Fund.
See page 23.

Head of Household Filing Status

The Proposition 22 Legal Defense and Education Fund recently filed a cause
of action in Sacramento Superior Court challenging the Board of
Equalization’s decision in the Hisserich case. The court issued a writ of
mandate ordering FTB not to follow the Hisserich decision for purposes of
determining head of household filing status.The final outcome of this court
action is unknown at this time.

Tax Form Changes

e Form FTB 3506, Child and Dependent Care Expenses Credit form has
been developed for taxpayers claiming this credit.

e Schedule P (540) and instructions are not included in the resident
booklet but will instead be mailed separately to taxpayers who filed one
last year.

Tax Tools for You

Tax Tools at www.fth.ca.gov

e Request electronic funds withdrawal to pay tax.

Look up your account balance or estimated tax payments.

Check on the status of your refund

Get your CSN (customer service number)

Request an installment agreement when you cannot pay the tax you
owe.

e E-mail tax questions.

e Use fillable forms or download and print tax forms and publications.

We Welcome Your Comments

We at the Franchise Tax Board want to make doing business with us as easy,
convenient and efficient as possible for you. Moreover, we are always looking
for ways to better meet your needs. To find out what taxpayers want, we
conduct surveys and seek feedback.

To ensure that we provide the products and services you need, we are
working to increase the options available to you. Over the past several
years, we have begun to offer you new ways of getting information and
help, filing your return, and paying your taxes. We will continue to work to
provide new service delivery options to better serve you.

Because we are also mindful of the need for government to spend tax
dollars wisely, we also are working to reduce costs while improving results.
We appreciate the trust that you place in us to keep your tax information
safe and private, and pledge to continue to safeguard the information that
you send to us both on paper and electronically.

Your comments and suggestions provide valuable input. We want you to tell
us what you think we are doing well, as well as what we can do to improve
our products and services to better suit your needs. You can help us by
sending me your comments and suggestions. Please write to me at:

Email:  Go to www.ftb.ca.gov and select
“Send email to the Executive Officer”

Mail: GERALD GOLDBERG, EXECUTIVE OFFICER
FRANCHISE TAX BOARD
PO BOX 942840
SACRAMENTO CA 94240-0040



Which Form Should |1 Use?

e-file and you won't have to
|:|T' decide which form to use!
D7 The software will select the

correct form for you.

Were you a resident of California during the entire year 2001?

Yes. Check the chart below to see which form to use.
No. You must use the Long or Short Form 540NR. To download or order the California Nonresident or Part-Year

Resident Income Tax Booklet, see page 67, “Where to Get Income Tax Forms and Publications.”

Filing Status

Dependents

Amount of Income

Sources of Income

Adjustment to Income

Standard Deduction
Itemized Deductions

Payments

Tax Credits

Other Taxes

Form 540 2EZ

Form not included in booklet. *See
the note at the bottom of this
column.

Single, married filing joint, head of
household, qualifying widow(er),
under 65 and not blind

0-3 allowed

Total income of:

* $50,000 or less if single or head of
household

¢ $100,000 or less if married filing joint
or qualifying widow(er)

Only income from:
* Wages, salaries, tips
» Taxable interest of $400 or less
» Taxable scholarship and
fellowship grants (only if reported on
Form W-2)
¢ Unemployment compensation
Note: If you can be claimed as a
dependent by another taxpayer, (or your
spouse if married) and your TOTAL income
is less than or equal to $9,810 if single;
$19,570 if married filing joint or qualifying
widow(er); or $13,870 if head of household,
you cannot use Form 540 2EZ.

No adjustments to income

Allowed

No itemized deductions

Only withholding shown on
Form(s) W-2

* Personal exemption credit
¢ Up to 3 dependent exemption credits
¢ Nonrefundable renter’s credit

Only tax computed using the
540 2EZ Table

*Note: If you qualify to use

Form 540 2EZ, go to www.ftb.ca.gov to
e-file or to download this form, or see
“Order Forms and Publications” on
page 68.

Form 540A

Any filing status

All dependents you are entitled to claim

Any amount of income

Only income from:

* Wages, salaries, tips

* Taxable scholarship and fellowship grants

¢ Interest and dividends

¢ Unemployment compensation
reported on Form 1099-G

» Social security benefits

¢ Tier 1 and tier 2
railroad retirement payments

¢ Fully and partially taxable IRA
distributions, pensions, and annuities

¢ Alimony

Allowed if the amount is the same as your
federal adjustments to income

Allowed

Allowed if the amount is the same as your
federal itemized deductions (except for
state, local, and foreign taxes paid)

¢ Withholding shown on Form(s) W-2,
W-2G, and 1099-R

e Estimated tax payments

* Payments made with extension
voucher

¢ Excess State Disability Insurance
(SDI) or Voluntary Plan Disability
Insurance (VPDI)

* Personal exemption credit

¢ Senior exemption credit

¢ Blind exemption credit

¢ Dependent exemption credit

¢ Nonrefundable renter’s credit

¢ Child and Dependent Care Expenses
Credit

Tax computed using the tax table or tax rate
schedules

Form 540

Any filing status

All dependents you are entitled to
claim

Any amount of income

All sources of income

All adjustments to income

Allowed

All itemized deductions

¢ Withholding from all sources

e Estimated tax payments

e Payments made with
extension voucher

* Excess State Disability
Insurance (SDI) or Voluntary
Plan Disability Insurance
(VPDI)

All tax credits

All taxes:

¢ Tax computed using the tax
table or tax rate schedules

¢ Alternative minimum tax

* Tax on early distributions from
IRAs or other qualified
retirement plans

¢ Tax on distributions from MSAs
and education IRAs

 Tax for children under age 14
who have investment income
of more than $1,500

e Tax on lump-sum distributions

¢ Recapture taxes

* Deferred tax on certain
installment obligations

e Tax on accumulation
distributions of trusts

Personal Income Tax Booklet 2001 Page 7



Do | Have to File?

Requirements for Most People

Read down the first column to find your filing status at the end of 2001. Read across to find your age at the end
of 2001, and number of dependents you are entitled to claim for 2001. You must file a return if either your
California gross income or your California adjusted gross income was more than the amount shown for your
filing status, age, and number of dependents.

Even if you do not have a filing requirement based on the chart below, you should file a return in order to get a

‘ refund if California state income tax was withheld from your pay, or if you made California estimated tax
payments. Try e-file! It's fast, easy and convenient and there are several free options. Go to www.ftb.ca.gov
for the details.

On 12/31/01, and on 12/31/01, California Gross Income California Adjusted Gross Income?
my filing status was: my age was®:
Dependents Dependents
0 1 2 or more 0 1 2 or more
Single or Under 65 11,901 20,134 26,309 9,521 17,754 23,929
Head of household? 65 or older 15,851 22,026 | 26,966 13,471 19,646 | 24,586
Under 65 (both spouses) 23,803 32,036 38,211 19,042 27,275 33,450

Married filing joint or

Married filing separate? 65 or older (one spouse) 27,753 33,928 38,868 22,992 29,167 34,107

65 or older (both spouses) | 31,703 37,878 42,818 26,942 33,117 38,057

o ) Under 65 20,134 26,309 17,754 23,929
Qualifying widow(er)
65 or older 22,026 26,966 19,646 24,586
Dependent of another person | Any age More than your standard deduction®

Any filing status

' California gross income is all income you received in the form of money, goods, property, and services from all sources that are not exempt from tax.
Gross income does not include any adjustments or deductions.

2 California adjusted gross income is your federal adjusted gross income from all sources reduced or increased by all California income adjustments.

3 See page 24.

4 The income of both spouses must be combined; both spouses may be required to file a return even if only one spouse had income over the amounts
listed.

5 Use the California Standard Deduction Worksheet for Dependents on page 12 or page 17 to figure your standard deduction.

8 If your 65th birthday is on January 1, 2002, you are considered to be age 65 on December 31, 2001.

Requirements for Children With Investment Income

California law is the same as federal law for the income of children under age 14. For each child under age 14
who received more than $1,500 of investment income in 2001, complete Form 540 and form FTB 3800, Tax
Computation for Children Under Age 14 with Investment Income, to figure the tax on a separate Form 540 for
your child.

Note: If you qualify, you may elect to report your child’s income of $7,500 or less (but not less than $750) on
your return by completing form FTB 3803, Parents’ Election to Report Child’s Interest and Dividends. To make
this election, your child’s income must be only from interest and/or dividends. See “Order Forms and Publica-
tions” on page 68.

Other Situations When You Must File
If you owe any of the following taxes for 2001, you must file Form 540.
e Tax on a lump-sum distribution;

* Tax on a qualified retirement plan, including an individual retirement arrangement (IRA) or on an Archer
medical savings account (MSA);

» Tax for children under age 14 who have investment income greater than $1,500 (see paragraph above);
e Alternative minimum tax;

* Recapture taxes;

* Deferred tax on certain installment obligations; or

e Tax on an accumulation distribution from a trust.

Page 8 Personal Income Tax Booklet 2001



Hﬂlpf“l Hints (e-file and skip this page! See www.fth.ca.gov)

Filling in your return.

Tips on how you should fill in Form 540A or Form 540:

e Use only black or blue ballpoint pen on the copy you send us.

e Enter your social security number(s) at the top of Form 540A or
Form 540, Side 1, Step la.

e Print numbers and CAPITAL LETTERS inside boxes. Be sure to line up
dollar amounts.

* Round cents to the nearest whole dollar. For example, round $50.50 up
to $51 or round $25.49 down to $25.

e If you do not have an entry for a line, leave it blank unless the
instructions for a line specifically tell you to enter zero. Do not enter a
dash.

« Attach your label. If you don’t have a label, please print your name(s)
and address in CAPITAL LETTERS in Step 1.

Verify Step 1, Step 1a, Step 2,
and Step 3.
Step 1: Use your full legal name and complete address including ZIP Code.

If you lease a private mailbox (PMB) from a private business rather than a
PO box from the United States Postal Service, include the box number in
the field labeled “PMB no.” in the address area.

Step la: Make sure that you entered your social security number and that
it agrees with your social security card. If you file a joint return, make sure
that you enter the social security numbers in the same order that your
names are shown.

Step 2: Make sure that you meet all the requirements for your filing status.
See page 10 for more information. If you believe that you qualify for the
head of household filing status, please review the requirements on page 24
through page 28.

Step 3: Take your personal exemption credit to reduce your tax. See the
instructions for Form 540A, line 18 or Form 540, line 21.

Check other areas.

Federal Adjusted Gross Income: Double-check that you correctly
transferred your federal adjusted gross income from your federal TeleFile
Tax Record, line I; or Form 1040EZ, line 4; or Form 1040A, line 19; or
Form 1040, line 33.

California Standard Deduction: Make sure that you entered the California
standard deduction amount and not the federal amount.

Itemized Deductions: Be sure that you reduced your federal itemized
deductions by the amount of state and local income taxes you claimed on
your federal Schedule A. Form 540 filers, use Schedule CA (540), Part II,
on page 37. Form 540A filers, see page 12.

Double-check your math: Double-check each subtraction, addition, and any
other calculation.

Paid Preparer’s Information: If you pay a person to prepare your California
income tax return, that person must sign and complete the area at the
bottom of Side 2, including an identification number (social security
number, PTIN or FEIN). A paid preparer must give you two copies of your
return, one copy to file with FTB, and one copy to keep for your records.

Attachmentsto your return.

Check or money order: Make your check or money order payable to the
Franchise Tax Board. Do not send cash. Write your social security number
and “2001 Form 540A” or “2001 Form 540" on the check or money order,
then see “Assembling your return” in the next column. A penalty may be
imposed if your check is returned by your bank for insufficient funds.

Form(s) W-2, W-2G, and 1099: Make sure to staple all the Form(s) W-2
and W-2G you received to the front of your return where it says “Attach
copy of your Form(s) W-2 and W-2G.” Also, attach any Form(s) 1099
showing California income tax withheld such as “backup withholding” on
dividends and interest income.

If you do not receive your Form (s) W-2 by January 31, 2002, contact your
employer. Only your employer can issue or correct a Form W-2. If you
cannot get a copy of your Form W-2, you must complete form FTB 3525,
Substitute for Form W-2, Wage and Tax Statement, or Form 1099-R,
Distributions from Pensions, Annuities, Retirement or Profit Sharing Plans,
IRAs, Insurance Contracts, etc. See "Order Forms and Publications" on
page 68 or go to our Website at: www.ftb.ca.gov.

If you forget to send your Form(s) W-2 with your income tax return, do not
send it separately, or with another copy of your return. Wait until the
Franchise Tax Board requests it from you.

Federal Form 1040: Do not attach your federal return if you file
Form 540A. If you file Form 540, did you attach any federal forms or
schedules, other than Schedule A or Schedule B, to your federal
Form 1040?

No. Do not attach Form 1040 to Form 540.

Yes. Attach a copy of Form 1040 and all supporting federal forms and
schedules to Form 540.

Assembling your return.

Assemble your return in the order shown below.

| Copy of federal return (if required)

| Supporting California Schedules

| Form 540

Form 540
Check or money order
(If you owe)
W-2
W-2G I

1099-R Side|___|

Side |2

I 1

Mailing your return.

Mail your return using the envelope provided in this booklet. If your return
shows a refund or no amount due, be sure to attach the green label to the
front of the envelope. The address is:

FRANCHISE TAX BOARD
PO BOX 942840
SACRAMENTO CA 94240-0002

If your return has an amount due, be sure to attach the white label to the
front of the envelope. The address is:
FRANCHISE TAX BOARD

PO BOX 942867
SACRAMENTO CA 94267-0001

Personal Income Tax Booklet 2001 Page 9



Instructions for Form 540A — Galifornia Resident Income Tax Return

These instructions are based on the Internal Revenue Code (IRC) as of January 1, 1998, and the California Revenue and Taxation Code (R&TC).

e-file! No math, fast refund, accurate return, and more! See
the e-file insert in the middle of this booklet for details.

Before You Begin

You must complete your federal income tax return (Form 1040,

Form 1040A, Form 1040EZ, or federal TeleFile Tax Record) before you
begin your Form 540A. You will use the information you entered on
your federal income tax return to complete your Form 540A. See
“Order Forms and Publications” on page 68 for information on how to
get the forms and publications referred to in these instructions.

You may qualify for the federal earned income credit. See
. page 2 of this booklet for more information. There is no

comparable state credit.

Step 1 — Name and Address

If there is a label on the front of your booklet, attach the label to your
completed return. Make sure that the information on your label is
correct. Cross out any errors and print the correct information.

If there is no label on the front of your booklet, print your name(s) and
address in the space provided at the top of Form 540A. See page 9,
Helpful Hints, “Filling in your return.”

If you lease a private mailbox (PMB) from a private business rather
than a PO box from the United States Postal Service, include the box
number in the field labeled “PMB no.” in the address area.

Step 1a — Social Security Number(s)

Enter your social security number(s) in the spaces provided. To protect
your privacy, your social security number(s) are not printed on your
label. If you file a joint return, show the social security numbers in the
same order that you show both names.

Note: If you do not have a social security number because you are a
nonresident or resident alien for federal tax purposes, and the IRS
issued you an Individual Taxpayer Identification Number (ITIN), enter
the ITIN in the spaces for the social security number.

Step 2 — Filing Status
Fill in only one of the circles for line 1 through line 5. Be sure to enter

the required additional information if you filled in the circle for line 3 or
line 5.

Your filing status for California must be the same as the filing status
you used on your federal income tax return. If you did not file a federal
return because you did not have a federal filing requirement, use the
filing status you would have used had you been required to file.

Exception: Married taxpayers who file a joint federal income tax return
may file separate California returns if either spouse was:

« An active member of the United States armed forces or any
auxiliary military branch during 2001; or

« A nonresident for the entire year and had no income from California
sources during 2001.

However, if you file a joint return and if either you or your spouse was a
nonresident in 2001, you must file the Long or Short Form 540NR,
California Nonresident or Part-Year Resident Income Tax Return.

Line 1 - Single
You may fill in the circle on line 1 if any of the following was true on
December 31, 2001:

* You were never married;

* You were legally separated under a decree of divorce or of separate
maintenance; or

« You were widowed before January 1, 2001, and did not remarry in
2001.

Line 2 — Married Filing Joint Return
You may fill in the circle on line 2 if any of the following is true:

« You were married as of December 31, 2001, even if you did not live
with your spouse at the end of 2001;

e Your spouse died in 2001 and you did not remarry in 2001; or

e Your spouse died in 2002 before you filed a 2001 return.

Line 3 — Married Filing Separate Return
If you fill in the circle on line 3, be sure to enter your spouse’s full
name on line 3 and social security number in Step 1a.

Note: You cannot claim a personal exemption credit for your spouse
even if your spouse had no income, is not filing a return, and is not
claimed as a dependent on another person’s return.

Note: You may be able to file as head of household if you had a child
living with you and you lived apart from your spouse during the entire
last 6 months of 2001. See page 24 for more information.

For reporting separate income and deductions, get FTB Pub. 1051A,
Guidelines for Married Filing Separate Returns. See “Order Forms and
Publications” on page 68.

Line 4 — Head of Household

This filing status is for unmarried individuals who provide a home for a
qualifying relative. Before you select this filing status, see the head of
household requirements and self-test beginning on page 24.

e-file and you can close this book now! The software you
use to e-file will help you find out if you qualify to claim
head of household filing status. Most software also
provides a questionnaire, 1540e, which will help verify your
eligibility to the FTB. See www.fth.ca.gov

Line 5 — Qualifying Widow(er) with Dependent Child
You may fill in the circle on line 5 and use the joint return tax rates for
2001 if all five of the following apply:

1. Your spouse died in 1999 or 2000 and you did not remarry in 2001;
and

2. You have a child, stepchild, adopted child, or foster child whom you
can claim as a dependent; and

3. This child lived in your home for all of 2001. Temporary absences,
such as for vacation or school, count as time lived in the home; and

4. You paid over half the cost of keeping up your home for this child;
and

5. You could have filed a joint return with your spouse the year he or
she died, even if you actually did not do so.

Note: If your spouse died in 2001, see the instructions for line 2.

Step 3 — Exemptions

Line 6 — Can be Claimed as Dependent

Fill in the circle on line 6 if your parent (or someone else)
can claim you as a dependent on his or her tax return, even
601 if he or she chooses not to.

Line 7 — Personal Exemptions
Did you fill in the circle on line 6?

No Follow the instructions on Form 540A, line 7.

Yes Ignore the instructions on Form 540A, line 7. Instead, enter in the
box on line 7 the amount shown below for your filing status:

< Single or married filing separate, enter -0-;

e Head of household, enter -0-;

« Married filing joint and both you and your spouse can be
claimed as dependents, enter -0-; or

< Married filing joint and only one spouse can be claimed as a
dependent, enter 1.
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Line 8 — Blind Exemptions

The first year you claim this exemption credit, you must attach a
doctor’s statement to the back of Form 540A indicating you or your
spouse are visually impaired. Visually impaired means you cannot see
better than 20/200 while wearing glasses or contact lenses, or that
your field of vision is not more than 20 degrees.

Caution: An individual who is someone else’s dependent may not claim
this credit.

Line 9 — Senior Exemptions

If you were 65 years of age or older by December 31, 2001*, you
should claim an additional exemption credit on line 9. If you are
married, each spouse 65 years of age or older should claim an
additional credit. You may contribute all or part of this credit to the
California Seniors Special Fund. See page 23 for information about
these funds.

*If your 65th birthday is on January 1, 2002, you are considered to be
age 65 on December 31, 2001.

Caution: An individual who is someone else’s dependent may not claim
this credit.

Line 10 — Total Personal, Blind, and Senior Exemptions
Add the dollar amounts on line 7 through line 9. Enter the result on
line 10.

Line 11 — Dependent Exemptions

To claim an exemption credit for each of your dependents, write each
dependent’s name and relationship to you in the space provided. If
additional space is needed, attach a schedule. The persons you list as
dependents must be the same persons you listed as dependents on
your federal income tax return. Count the number of dependents listed
and enter the total in the box on line 11. Multiply the total by the pre-
printed dollar amount and enter the result.

Step 4 — Taxable Income and California Income
Adjustments

Refer to your completed federal income tax return to complete Step 4.

Line 12a — State Wages
Enter the total amount of your state wages from all states from each of
your Form(s) W-2. This amount should be on Form W-2, box 16.

Line 13 — California Income Adjustments

California does not tax certain types of income that are taxable on your
federal return. In addition, there may be differences between the
taxable amounts of federal and California IRA distributions, pensions,
and annuities.

Line 13a — State Income Tax Refund
Enter the amount of any state income tax refund shown on your federal
Form 1040, line 10. If you filed Form 1040A or Form 1040EZ, enter -0-.

Line 13b — Unemployment Compensation

Enter the amount of any unemployment compensation shown on your
federal TeleFile Tax Record, line D; Form 1040EZ, line 3; Form 1040A,
line 13; or Form 1040, line 19.

Note: Do not include qualified state tuition program earnings.

Line 13c — Social Security Benefits (and tier 1 or tier 2
railroad retirement benefits)
Enter the total of any of these amounts shown on your federal return:

Social security benefits and equivalent tier 1 railroad retirement
benefits reported on federal Form 1040A, line 14b or Form 1040,
line 20b;

Note: Do not include any other pension amounts on this line.
If you filed Form 1040EZ, enter -0- .

Instructions: Form 540A

Line 13d — California Nontaxable Interest or Dividend
Income

California does not tax interest earned from:

« United States savings bonds;

< United States Treasury bills, notes, and bonds; and

» Bonds or obligations of United States territories, and government
agency obligations specifically exempted by federal law.

Enter only the amount of interest that you received from these
sources and that you included in the amount reported on your federal
Form 1040A, line 8a; Form 1040, line 8a; or Form 1040EZ, line 2.

Interest from municipal or state bonds from a state other than
California: This interest is taxed by California. You may not use
Form 540A. Use Form 540 or e-file.

Interest from Federal National Mortgage Association (Fannie Mae)
Bonds, Government National Mortgage Association (Ginnie Mae)
Bonds, and Federal Home Loan Mortgage Corporation (FHLMC)
securities: This interest is taxed by California. Do not enter it on

line 13d.

Exempt-interest dividends from mutual funds: Certain mutual funds
are qualified to pay “exempt-interest dividends” if at least 50% of their
assets consist of tax-exempt government obligations. The portion of
the dividends that is tax-exempt will be shown on your annual
statement from the mutual fund. If the amount of California tax-exempt
interest is more than the amount of federal tax-exempt interest, enter
the difference on line 13d. If the amount of California tax-exempt
interest is less than the amount of federal tax-exempt interest, you
may not use Form 540A. Use Form 540 or e-file.

Line 13e — California Individual Retirement
Account (IRA) Distributions

Note: You cannot use Form 540A if you have Roth IRA conversions
or distributions. Use Form 540 or e-file.

The method of taxing IRA distributions is generally the same for
California and federal purposes. However, there may be significant
differences in the taxable amount depending on when you made your
contributions. Before 1987, the maximum IRA contribution you were
allowed to deduct from California income was less than the maximum
amount you were allowed to deduct from federal income. For this
reason, the amount of your IRA distribution taxed by California may be
different from the amount taxed under federal law.

Report the difference between your California and your federal taxable
IRA distributions on line 13e. Be sure to attach Form 1099-R to your
Form 540A if tax was withheld. Get FTB Pub. 1005, Pension and
Annuity Guidelines, for more information. See “Order Forms and
Publications” on page 68.

Line 13f — California Pensions and Annuities

Generally, you will not make any adjustments on this line. However, if
you received tier 2 railroad retirement benefits, tier 1 (non-social
security equivalent) (included in the amount on federal Form 1040A,
line 12b or Form 1040, line 16b), or partially taxable distributions
from a pension plan, you may need to make the adjustment described
below.

If you received a federal Form RRB 1099 — R for railroad retirement
benefits and included all or part of these benefits in federal adjusted
gross income on line 12b, enter the taxable benefit amount on

line 13.

If you began receiving a retirement annuity between July 1, 1986 and
January 1, 1987, and you elected to use the 3-year recovery rule for
California, you must make an adjustment because your federal
taxable amount is less than your California taxable amount. Figure the
difference between the gross distribution shown on your

Form 1099-R, box 1 and the taxable amount shown in box 2a. Enter
the difference in parentheses on line 13f. For example: “(12,325).”
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If you received a lump-sum distribution from a profit sharing or
retirement plan, you may pay less tax on the distribution if you choose
the 10-year averaging method. However, you must file Form 540 to use
this method. See the instructions for Form 540 and get Schedule G-1,
Tax on Lump-Sum Distributions (not in this booklet), for more
information. See “Order Form and Publications” on page 68.

Line 13g —Total California Adjustments

Combine line 13a through line 13f. If the result is less than zero, enter
the amount in parentheses on Form 540A, Side 1, line 13g. In this case
only, treat the amount on line 13g as a positive number and add it to
the amount on line 12b.

Line 14 — California Adjusted Gross Income

Subtract line 13g from line 12b. Enter the result on line 14. If the result
is less than zero, enter the amount in parentheses. For example:
“(12,325).”

Line 15 — CA Itemized Deductions or CA Standard
Deduction

You must decide whether to itemize your actual charitable contribu-

tions, medical expenses, interest paid, taxes, etc. or take the standard

deduction. Your California income tax will be less if you take the larger

of:

« Your California itemized deductions; or
* Your California standard deduction.

If you are married and file a separate return, you and your spouse must
either both itemize your deductions, or both take the standard
deduction.

Itemized deductions. Figure your California itemized deductions by
completing the California Itemized Deductions Worksheet on this page.
Enter the result on Form 540A, line 15.

Note: If you did not itemize deductions on your federal income tax
return but will itemize deductions for your California Form 540A, first
complete a federal Schedule A, Itemized Deductions. Then complete
the California Itemized Deductions Worksheet on this page. Do not
attach federal Schedule A to this return.

Standard deduction. Find your standard deduction on the California
Standard Deduction Chart for Most People on this page unless you
filled in the circle on Form 540A, line 6. In that case, use the California
Standard Deduction Worksheet for Dependents on this page.

California Standard Deduction Worksheet for Dependents
Use this worksheet only if your parent, or someone else, can claim
you (or your spouse if married) as a dependent on his or her tax
return.

1. Enter your total wages, salaries, and tips from
all your Form(s) W-2, box 1. (You may also
refer to federal Form 1040EZ, line 1;

Form 1040A, line 7; or Form 1040, line7.) .... 1
2 2 _ $250.00
3. Add line 1 and line 2. Enter total here ........ 3
4. Minimum standard deduction ............... 4 $750.00
5. Enter the larger of line 3 orline4 here ....... 5
6. Enter the amount shown for your filing status:

< Single or married filing separate,
enter $2,960 .... 6
» Married filing joint, head of household,
or qualifying widow(er) enter $5,920
7. Standard deduction. Enter the smaller of
line 5 or line 6 here and on Form 540A, line 15 . 7

California Standard Deduction Chart for Most People
Do not use this chart if your parent, or someone else, can claim you
(or your spouse, if married) as a dependent on his or her tax return.

Your Filing Status Enter On Line 15

1-Single ..o $2,960
2 —Married filing jointreturn .............. ... .. .. ... $5,920
3—Married filing separatereturn ............. ... .. ... $2,960
4—Headofhousehold ........... ..., $5,920
5—Qualifyingwidow(er) ......... ... $5,920

Note: The California standard deduction amounts are less than the
federal standard deduction amounts.

California Itemized Deductions Worksheet

1. Federal itemized deductions: Add the amounts

on federal Schedule A (Form 1040),

lines 4,9,14,18,19,26,and 27 ............ 1
2. Add the following amounts from federal

Schedule A and enter on line 2:

« Line 5, state and local

income tax:
« State Disability Insurance (SDI):
« Line 8, foreign income taxes:
2

3. Subtract line 2 from line 1. This amount is your

total California itemized deductions ......... 3
4. Is the amount on Form 540A, line 12b, more than

the amount shown below for your filing status?

Single or married filing separate ... ... $130,831
Married filing joint or qualifying

widow(er) ...l $261,664
Head of household ................ $196,248

Yes Continue to line 5 of this worksheet
No Enter on Form 540A, line 15, the larger of:
« The amount on line 3; or,

e Your standard deduction* shown below:

Single or married filing separate ...... $2,960
Married filing joint, head of household,
or qualifying widow(er) ........... $5,920

Do not complete the rest of this worksheet.

5. Using California amounts, add the amounts

on federal Schedule A, line 4, line 13,

line 19 and any gambling losses included

online 27 ... ... 5
6. Subtract line5fromline3 ................. 6

Note: If -0-, skip line 7 through line 12, enter

the amount from line 3 on line 13 and

continue to line 14.
7. Multiply line 6 by 80% (.80) ............... 7
8. Amount from Form 540A, line12b ........... 8

Worksheet continued on next page
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Instructions: Form 540A

9. Enter the amount shown below for your
filingstatus . .......... ... ... ... 9
Single or married filing separate ... $130,831
Married filing joint or

qualifying widow(er) .......... $261,664
Head of household . ............. $196,248
10. Subtract line 9 fromline8 ................. 10

Note: If -0- or less, skip line 11 and line 12,
enter the amount from line 3 on line 13 and
continue to line 14.

11. Multiply line 10 by 6% (.06) ............... 11

12. Compare line 7 and line 11. Enter the smaller
amounthere ............... ... it 12

13. Total itemized deductions. Subtract line 12
fromline3 ........ ... .. .. . . 13

14. Enter on Form 540A, line 15, the larger of:
The amount on line 13; or,
Your standard deduction* shown below:

Single or married filing separate ...... $2,960
Married filing joint, head of household,
or qualifying widow(er) ........... $5,920

*Standard Deduction for Dependents.

If your parent, or someone else, can claim you as a dependent, use
the standard deduction amount from line 7 of the “California
Standard Deduction Worksheet for Dependents” on page 12 instead
of the standard deduction amount shown above.

Step 5 — Tax and Credits

First figure your tax. Be sure to use the correct filing status and taxable
income amount. Then make sure you qualify to claim your credits.

Line 17 — Tax
If your taxable income on line 16 is:

e $100,000 or less, you must use the tax table beginning on page 61.
Be sure to use the correct column for your filing status.

e Over $100,000, you must use the tax rate schedules on page 66.

Line 18 — Exemption Credits

Use your exemption credits to reduce your tax. If your federal adjusted
gross income (AGI) on line 12b is more than the amounts shown below
for your filing status, your credits will be limited.

If your filing status is:

Is Form 540A, line 12b

more than:
Single or married filing separate ....................... $130,831
Married filing joint or qualifying widow(er) .............. $261,664
Head of household .............. ... ... ... ....... $196,248

Yes Complete the AGI Limitation Worksheet below.
No Follow the instructions shown on Form 540A, line 18.

AGI Limitation Worksheet

a. Enter the amount from Form 540A, line12b .... a
b. Enter the amount for your filing status on lineb . .b

Single or married filing separate . ... $130,831
Married filing joint or qualifying
widow(er) ........... .. ... $261,664
Head of household .............. $196,248
c. Subtractlinebfromlinea ................... c
d. Divide line c by $2,500 ($1,250 if married filing
SEPArate) . ... d

Note: If the result is not a whole number, round

it to the next higher whole number
e Multiplylinedby$6 ....................... e
f Add the numbers from the boxes on Form 540A,

line 7, line 8, and line 9 (not the dollar amounts) . f
g Multiplylineebylinef ..................... g

Worksheet continued in next column

h Enter the dollar amount (that you filled in)

from Form 540A,line 10 .................... h
i Subtract line g from line h. If zero or less,

enter-0- ... e i
j  Enter the number from the box on Form 540A,

line 11 (not the dollar amount) ............... i
k Multiply lineebylinej...................... k

| Enter the dollar amount (that you filled in) from
Form 540A,line11 ................coon... |
m Subtract line k from line I. If zero or less,
enter-0- . ... .. m
n Add line i and line m. Enter the result here and

on Form 540A, line 18. If zero or less enter -0- ..n

Line 19 — Nonrefundable Renter’s Credit
Did you pay rent for at least 6 months in 2001 on your principal
residence located in California?

Yes You may qualify to claim this credit which may reduce your tax.
Complete the qualification record on page 58.

No Go to line 20.
Step 6 — Overpaid Tax or Tax Due

To avoid a delay in the processing of your return, be sure you enter the
correct amounts on line 25 through line 36.

Line 25 — California Income Tax Withheld
Enter on line 25 the total amount shown as California in-
come tax withheld on your Form(s) W-2 in box 17;
Form(s) W-2G in box 14; or Form(s) 1099-R in box 10.
205  caution: Do not include city or county tax withheld or tax
withheld by other states.

If you received a Form 1099 showing California income tax withheld
(“backup withholding™) on dividends and interest income, include the
amount withheld in the total on line 25 and attach a copy of the

Form 1099 to your return.

If you do not have a Form W-2, see “Attachments to your return” on
page 9.

Line 26 — 2001 California Estimated Tax and Payment
with form FTB 3519
Enter the total of any:

< California estimated tax payments you made using 2001
Form 540-ES;

e Overpayment from your 2000 California income tax return applied
to your 2001 estimated tax; and

e Payment you sent with form FTB 3519, Payment Voucher for
Automatic Extension for Individuals.

If you and your spouse paid joint estimated tax but are now filing
separate returns, either of you may claim all of the amount paid, or you
may each claim part of it. Attach a statement, signed by you and your
spouse, explaining how you want your pa